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CORRECTION NOTICE. 
Mutual Benefit Life Insurance Company, Newark, N. J. 


In “ Best’s Life Insurance Reports” for 1918, page 370, 
we stated under the losses in the Gain and Loss Exhibit 
of this company that there was @ decrease in surplus of 
$6,951,753 

This item should have appeared (to be in conformity 
with our reports on other companies) as “dividends to 
policyholders,” and we request our subscribers to note and 
assist us in correcting this typographical error. 

The complete item is “decrease in surplus on dividend 
account,” which has always been designated by the Alfred 
M. Best Company as “ dividends to policyholders.” 


| 





EDITORIAL SECTION 











FORGETFUL TRUSTEES 





Last month we commented editorially upon certain 
developments in connection with the ownership of the 
stock of the Missouri State Life Insurance Company 
of St. Louis. In this issue appears a more detailed 
statement concerning these events. 

Occurrences of this sort are most unfortunate, when 
viewed from the standpoint of the best interests of the 
life insurance business as a whole. The officers of our 
pest managed mutual life insurance companies, who 
serve almost invariably at modest salaries, and show a 
rare and self-sacrificing devotion to their official duties, 
shine by comparison with the men who endeavor to 
make use of the life insurance business solely as a 
means of personal gain. Happily, the latter are in a 
minority; most of the stock-controlled life insurance 
companies are honorably managed, and, where such 
companies write non-participating insurance only, there 
‘s no reasonsonable basis for criticism of them if they 
make large profits for their stockholders. We wish 
to make it clear that no such criticism is intended by 
this article. Where, however, a company is hybrid 
in constitution, possessing a large capital stock (the 
owners of which have grown to consider all, or sub- 
stantially all, of the earnings of the company theirs), 
and, at the same time, participating policies are issued, 
a conflict of interests is practically inevitable, whep 
the earnings become large enough to be worth quarrel- 
ing about; and this article is aimed at those piratica) 
money-grabbers who either can not or will not recog- 
nize the fact that the business of life insurance, by its 
nature, inyposes upon those engaged in it obligations 
amounting to a trusteeship, such as are found in no 
other activity; and who therefore do not hesitate to 
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manipulate the stock of a life insurance company as 


their own enrichment. 

Whether or not there was collusion between the 
Kansas City interests and any “insider,” in con- 
nection with the immediate resale of the stock of the 
Missouri State Life Insurance Company, which was 





| 


issued through Mr. Chorn at an advance in price | 
equal to the entire par value of the stock so transferred, | 
is really immaterial. The point we wish to emphasize | 


is that if the owners and operators of a life insurance | 


company dealing with many thousands of policy- 
holders will not voluntarily recognize their peculiar 
relationship to those policyholders, and to the digni- 
fied business of life insurance, then the laws should 
be so changed as to supply the necessary compul- 
sion. 

There is another feature of this particular contre 
~ersy which seems worthy of thought and discussion. 
The Insurance Departments of the United States col- 
lect every year from the insurance companies many, 


many times the amounts which are expended in the | 
For that reason alone, | 


business of their supervision. 





| therefore, it is but fair to expect efficient supervision. 
they might that of any ordinary business concern, for | 


In some States the supervision is efficient; in others 
iar from it. In the case of the Missouri State Life 
Insurance Company the delay of many months in :o»- 
pleting and making public the results of the investiya- 
tion carried on by representatives of three Insuratice 
Departments, having at their command practically un 
‘umited resources for the prosecution of their work. 
suust have caused great injury to the company. What- 
ever has been done contrary either to the letter or 
spirit of the laws under which the company has been 
»perated should be exposed, and those responsible for 
the wrongdoing, if any, should be suitably punished, 
but the long delay has a tendency to create the im 
Oression that the conditions investigated were ex 
tremely serious, which, from information obtained by 
us from other sources, does not seem to be the case 
Examinations such as this ought to be conducted sper d- 
ly, effectively and with a total absence of either 
favoritism or politics. The documents before us seer 
to indicate the presence of both undesirable qualities 
in the long-pending inquiry into the affairs of the 
Missouri State Life. 








LATEST INSURANCE DECISIONS DISCUSSED 


By WILLIAM OTIS BADGER, JR. 
(Of the New York Bar) 








STATE OF HEALTH AS WARRANTY. 


Some policies contain a clause or condition as to the 
state of health of the assured at the time of the delivery 
of the policy, and a controversy has frequently arisen 
as to whether the burden of proof rests upon the plaintiff's 
beneficiary to prove compliance with the clause as a condi- 
tion precedent, or upon the defendant insurance company 
to — a breach of warranty. A typical case lately arose 
in io: 

“The plaintiff brought her suit as the beneficiary under 
an industrial insurance policy. The defendant admitted 
the issuance and delivery of the policy; that the premiums 
were paid until the death of the insured; that proofs ot 
death were furnished; and that it has not paid the amount 
of the policy. The controversy arose out of the following 
provisions therein: 

“* But this contract shall not be in force unless the first 
weekly premium has been paid, and the insured is alive 
and in sound health upon the date hereof, meaning 
thereby and referring solely to the state of health of the 
insured at the date of the delivery of this policy, and not 
to any changes which may have taken place in the health 
of the insured, between said date and any previous date.’ 
x* * * 


“ Defendant pleaded non-compliance on the part of the 
insured with the provisions quoted. The trial court enter- 
tained the view that upon the issue thus tendered the 
burden of proof rested upon the plaintiff, and, therefore, 
after the plaintiff had introduced the policy and rested her 
case, sustained the motion of the defendant to instruct a 
verdict in its favor. 

“The contention is that the provisions quoted constitute 
condjtions precedent and that the burden was cast upon 
the plaintiff to prove compliance with those conditions.” 

The trial court directed a verdict for the defendant and 





plaintiff appealed. 
Court says: 
“* ™* * it does not appear that any application for the 
policy was made in writing before its issuance. It was de- 
livered and the premium paid. The presumption is that 
the company then had what it regarded as satisfactory evi- 
dence that the insured was in sound health. The pro- 
visions in question do not require that ‘some event shall 
happen,’ or ‘some act shall be performed’ afterwards, in 
order that the contract shall be in force. They are rather 
in the nature of a warranty that a certafn state of facts 
which the parties supposed to then exist did in truth exist. 
That is the construction which the parties themselves 
placed upon the contract, for they proceeded to carry it 
out by the payment and acceptance of premiums in accord- 
ance with its terms. When the company accepted the pre- 
mium and delivered the policy it became effective, and if 
the insured, relying on the validity of his policy, continued 
to pay the premiums until his death, and the company con- 
tinued to receive such payments believing the facts war- 
ranted to be true — and it surely would not put itself in the 
attitude of asserting the contrary —the policy remains ef- 
fective, unless the company alleges and proves the breach 
of the warranty. All of the provisions referred to were 
included in the policy for the benefit of the defendant. 
Non-fulfillment of them is matter of defense to be alleged 
and proved by defendant. Any other rule would impose 
unreasonable hardships on the plaintiff. 

“We think that the purpose and intent of the parties in 
entering upon the contract will be better effectuated by 
holding that the burden of alleging and proving the non- 
compliance with those provisions rests upon the defendant 
company, and that justice requires it. 

“The judgment below will be reversed.” (Mumaw V. 
Western & Southern Life Ins. Co., 119 N. E. Rep. 132.) 


In deciding the appeal the Supreme 





Octo 


_—_—_—-~—~_ 


— 


4a 


ANCI 
‘ 





In 
Life 
ritor) 
tana 
of th 
societ 
forni: 


B 


Th 
Sept 
Inde! 
tract 


attac 


is is: 


- cco 


7 
v. 


able 
(. 
of t 
requ 
dem 
or € 
omi: 
are | 

“ 
Lig! 
cler’ 
Em 
Rail 
mer 
laye 
Stal 
and 
Hot 
Ope 


be 

issi 
wit 
the 
the 
dat 


18 October 1, 1918 __BEST’S LIFE INSURANCE NEWS | 51 


- 
— —_—_—_— 
—_—— 

















1. 


i REPORTS UPON COMPANIES AND ASSOCIATIONS 




















7 = 
2 ANCIENT ORDER UNITED WORKMEN, § 10-Payment Life .............ce005. - 18 request therefor to the Company in writ. 
‘a- GRAND LODGE, FARGO, N. D. | 15-Payment Life ......... geevecedec - 41.30 ing at its Home Office and the Policy is 
ce In reorting upon this order in “Best’gs | 15-Payment Life ...........eeeeee0-+ LM4 delivered to the Company for indorse- 
. Lifé Insurance Reports” for 1918, the ter- 20-Payment Lolfe .cccccces eecces cooee 1.10 ment. No further additional premiums 
ritery was specified as North Dakota, Mon- 75-P'ayment Life ............eeeeeees 1.00 shall be payable hereunder after such 
le. tana and Idaho. Subsequent to the closing *%-Payment, 25-Year and 30-Year En- cancellation and the Policy shall be con- 
‘ of the copy we received advices from the - . ; tinued on the same terms as though this 
; society that it was operating also in Cali- > ES GEE SHONe ae: ena agreement had not been issued. 
of fornia, Nevada, Utah and Wyoming. The rider agreement provides as follows> “If this agreement is cancelled for any 
_“The premium set out in the Policy cause other than death, any unearned 
nn ERIE ay Rs gn el. vetsee includes an additional pre- part of the double indemnity premium 
or AY oO! », DES en: GE cescnesacs Dollars per annum, for the current year will be returned to 
MOINES, IA, payable until the expiration of the policy the insured, provided, that if automati- 
d, This company notified its field force on year nearest the sixtieth anniversary of cally cancelled for cause four (4) men- 
} September 11, 1918, concerning the Double the birth of the insured or until the pre- tioned above the Company shall return 
Indemnity Benetit attached to policy con- miums under said Policy are fully paid such portion of such premium as soon as 
. tracts as follows: if prior thereto, as the consideration for | advised of the date of the entrance of in- 
Vv We Welieien | = benefit set forth below: sured into such military or naval ser- 
3 “The Double Indemnity Benefit may be Ey ane SESE oes - vice.” 
attached to any new policy at the time it | °* least one full year and provided no | ‘The company previously (July 30, 1918,) 
x is feoued, except im the following cases: | premium is in default, upon receipt of | gnnounced the adoption of a new and more. 
) 1 Female risks. due proof that the death of the insured liberal disability benefit provision effective 
r 2 In cases where the rated age is over 55. | resulted directly and independently of all as of August 15, 1918. 
r 9 adie policies ‘ | other causes from bodily injury effected 
4 wre sate lela — through penta pon ger nn ac- 
: ~~ : ‘ cidental cause, and that such death oc- 
e hth here the applicant is partially dis- curred within sixty days after sustaining mange ate og 
6 Where the occupation or some feature aaah Sageey ene Rene Ge eee <0 peasant nn 
» , the policy year nearest the sixtieth anni- This company recently changed its total 
of ene personal or family history would versary of his birth, the Bankers Life disability clause which now provides as 
rel ee es vod pt Company agrees to pay double the | follows: Should the insured, prior to age 
es employments which would require the amount called for in the first paragraph, sixty, become wholly and incurably dis- 
omission ‘of the Double Indemnity Benefit page 1 of this Policy. ae Oe eens cere Se See ee 
pt the following: “This Double Indemnity Benefit will | to any cause or condition existing at the 
“ Chauffeurs Employees of Electric not apply if the insured’s death resulted | time of delivery of the policy, or to mili- 
Light, Heat —_ Power Systems (except from self-destruction, whether sane or) tary or naval service, or in any occupation 
Gastcal), Blast Furnace and Rolling Mill insane, or from any violation of the law | allied thereto in time of war, or to insan- 
Employees, Marshals, Constables, Jailers by the insured, or from military or naval | ity, the company will waive payment of the 
. pasties Aiieernaain ~~ ° ’ service in time of war, or from a premium for the ensuing year and com- 


Railway Employees (except office), Fore- 
men in Smelting Works, Teamsters, Brick- 
layers, Proprietors or Employees of Livery 
Stables, Lumbermen, Millers, Motormen 


state of war, or _ insurrection, or mencing six months after receipt of such 
from engaging in submarine or aero- proof, if the disability then exists, the 
nautic operations, or while outside the company will pay to the Insured an annual 
continental limits of the United States income. 





oly gonna any oan to and Canada, or from physical or mental The extra premiums required are indi- 
Operatives. infirmity, or directly or indirectly from cated by the following illustrations at age 
“Old Policies. disease of any kind. 35 based upon $1,000 of insurance: 

“The Double Indemnity Benefit will not “The Double Indemnity Benefit here- Policy. Premium. 
be attached to any policy which has been under shall be automatically cancelled nondp-nectid Life 2. cccccccccccccccccccccs $1.55 
issued for more than sixty (60) days. If under any of the following conditions: | SRS EAD oc cccccccccccscsccccss 1.62 
within sixty (60) days of the issuance of “1st. Upon the expiration of the policy | 15-Payment Life ..............6...08. 1.87 
the policy Double Indemnity is requested, year nearest the sixtieth anniversary of 10-Payment Edfe ..ccccccccccccccccces 2.41 
the premium must be collected from the the birth of the insured. | 20-Year Endowment ........eceeeeees = 
date of the policy contract. “2nd. Upon default in the payment of | 15-Year Mndowment ..ccccccccccceses 82 

any premium (except disability premium | 10-Year Endowment .............+..- . &@ 
*“ Limits. ff any) under said Policy, or of any ad- | Total disability benefits are not issued to 

“The Double Indemnity Benefit will not ditional premium required hereunder. | women. 
be issued in connection with insurance for | “8rd. If the Policy is surrendered for | The current regulations regarding War 
a total amount greater than $10,000. Under | cash or is placed upon the reduced paid- | Service Riders are as follows: 
continuous income policies the Double In- | up or extended insurance basis. ‘* This policy is issued subject to the 
demnity will not be attached to policies | “4th. If the insured shall at any time _ provision that military or naval service 
providing an income of more than $50.00 or any place engage in military or naval or any occupation allied thereto or con- 


per month. If the total insurance is in service in time of war. nected therewith outside of the continental 
excess of these limits, it will be necessary “5th. If any change is made in the plan’ limits of the United States, in time of war, 
to have the new insurance issued in two of said Policy or if said Policy is in- is a risk not assumed under this policy, 
or more policies if Double Indemnity is dorsed as paid-up under the provision and that if the insured shall enter or be 
desired, one of the contracts being with on the second page of the Policy marked engaged in any military or naval service, 
Double Indemnity and the other without.” ‘Paid-Up by Dividends,’ except that in or any occupation allied thereto or con- 

The extra premium for this benefit such event a new double indemnity con- _ nected therewith outside of the continental 


based upon $1,000 of insurance at age 35 tract may be attached, at the option of | limits of the United States, in time of war, 
is illustrated as follows: the Company, to the rewritten or in- | and dies from any cause while engaged in, 
Kind of Policy. Premium. dorsed policy, subject to an adjustment | or as a result of such service, the liability 
Or. Life Semi-End’t 70. Life paid of the rate required, if any. of the Company under this policy is lim- 
at 70 and all Cont. Prem. End’ts. “This agreement for double indemnity | ited to twice the amount of premiums pal! 





PN 8 a0 dea dae decisis cccccuce $1.00 shall be cancelled if the insured makes a — (Continued on next page.) 
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COTTON STATES (Continued). 
on the policy, and in no case shall liability 
be more than the face amount of the pol- 
icy, less any indebtedness thereon. 

“For aviation service in any form 
within or outside the United States the 
liability of the Company will be limited 
to the reserve to the credit of the policy. 

“It is further provided that the total 
or permanent Disability Benefit, if any, 
contained in this policy shall be suspended 
from the time of the insured’s entry in 
any military or naval service or any occu- 
pation allied thereto or connected there- 
with, within or outside the United States, 
in time of war and shall not thereafter be- 
come operative until, upon discontinuance 
of such service, he shall have satisfied the 
Company by a health certificate satisfac- 
tory to the Company (including an exam- 
ination by a physician or physicians se- 
lected by the Company) that he is not 
maimed and is physically and mentally 
sound. Nor shall the provisions of said 
policy, making the said policy incontesta- 
ble within one or two years (as shown by 
the policy contract) from date of its issue, 
relate to or be a part of this war Service 
Rider.” 





GLOBE LIFE INSURANCE COMPANY, 
SALINA, KAN. 


Felix Broeker, organizer and former 
president of the Globe Life Insurance Com- 
pany of Salina, Kan., will not be tried for 
embezzlement of the company funds until 
December at least. Because of the prob- 
able interference with the reorganization 
plans which a long trial in the courts 
would bring the reorganization committee 
of the stockholders asked the attorneys 
for the state to consent to a continuance 
of the trial for several months. This was 
done and the trial, set for September 10, 
will not be called until the December term 
of the district court at Salina. 

The reorganization of the company is in 
the hands of a committee of five, three rep- 
resenting the Kansas stockholders and two 
representing the Nebraska holders. The 
committee is made up as follows: 

From Kansas: E. J. Guilbert, Wallace; 
O. P. Jewett, Dighton; J. A. Smith, Lin- 
coln. 

From Nebraska: E. Ferneau, Auburn; 
F. C. Smutzer, Lincoln. 

Mr. Smutzer is chairman of the commit- 
tee. The committee was chosen at a stock- 
holders meeting held just previous to the 
date for the trial. Broeker attended the 
meeting and offered his services for any 
reorganization work to be undertaken. 
The offer was accepted and the committee 
then asked that the trial be postponed to 
see if the reorganization plans could be 
worked out promptly. 

The reorganization plans of the company 
contemplate the removal of the headquar- 
ters of the company to Kansas City if the 
scheme is carried out. The stockholders 
were asked to vote on the questions of re- 
organization and liquidation and the ma- 
jority voted in favor of reorganization at 
once. 

Some negotiations are under way with 
the receiver for the reinsuring of the com- 
pany. Several companies have been inves- 
tigating the affairs of the Globe with the 


view of possible reinsurance and Carey J. 
Wilson, insurance commissioner, has urged 
all policyholders in the company to main- 
tain their premium payments and not drop 
their policies as the policyholders are well 
protected. A statement of the receiver 
shows $231,860 of unimpaired assets, less 
$26,000 of reserves on policies. 

While the stockholders of the Globe Life 
Insurance Company have voted to reor- 
gunize and a plan of reoganization has 
been presented, it is not expected to de- 
velop into the reorganization of the com- 
pany at the present time. The stockhold- 
ers met at Salina, the Home Office, Octo- 
ber 1 and adopted the report of the spe- 
cial committee of stockholders. 

This committee recommended that the 
capital stock of the company be reduced 
from five hundred thousand dollars to one 
hundred thousand dollars capital and a 
slightly larger amount of surplus. This 
is the actual amount of real money cred- 
ited to the capital and surplus account of 
the company. This proceedure would ope- 
rate so that the stockholders would not 
have to pay in any additional money but 
the value of the shares of stock owned 
would be materially reduced. Just how 
this is going to work when the Nebraska 
stockholders gave up $173,000 in notes for 
stock and the company has never received 
the proceeds is not known. The court and 
the receiver may require an assessment of 
the stockholders or the return of all the 
Nebraska stock notes before approving any 
plan of reorganization of this kind. The 
notes and stock are all held by hands, 
which discounted the notes, 

The stockholders, beyond approving this 
plan, did nothing to carry out the reor- 
ganization of the company. State officials 
do not feel that the plan is entirely 
feasible. 

The state will not permit the removal of 
the company’s headquarters to Missouri 
or to Nebraska until after the trial of 
Broeker for embezzlement. The state must 
use the company's books during the course 
of the trial and if these could be taken 
outside the state there might be serious 
trouble in securing them for the trial. 





GREAT SOUTHERN LIFE INSURANCE 
COMPANY, HOUSTON-DALLAS, 
TEXAS. 


This company reinsured the business of 
the Oklahoma National Life Insurance 
Company of Oklahoma City as of July 31, 
1918. The amount of business thus trans- 
ferred to the Great Southern was approxi- 
mately $10,500,000. Cash and approved se- 
curities to cover the legal reserve (Illinois 
reserve standard basis) were also trans- 
ferred by the Oklahoma National to the 
Great Southern. The remaining assets of 
the Oklahoma National, which constituted 
principally first mortgage real estate loans, 





were also purchased by the Great Southern. 

We are advised by the company that a 
branch office is to be maintained on the 
second floor of the Security National Bank 
Building of Oklahoma City, at which place 
the Oklahoma National was formerly lo- 
cated, and that all renewal premiums on 
the Oklahoma National business are to be 








collected at that point. 
| to be used as a center from which the pro- 


This office is also 





duction of new business in Oklahoma is to 
be handled. The office is in charge of 4. 
O. Stark, who was for the last six or seven 
years assistant secretary and superintend. 
ent of agents of the Oklahoma Nationa). 
The principal points of the contract of 
reinsurance between the Great Southerp 
and the Oklahoma National are as follows: 

“1. The Great Southern obligates itsei¢ 
as follows: 

(a) It assumes, reinsures and hereby 
agrees to pay all of the outstanding pol- 
icy obligations of the Oklahoma Na. 
tional. 

“(b) It assumes and hereby agrees to 
pay the renewal commissions on the pre. 
miums paid to it on the policies reip. 
sured hereunder, that the said Oklahoma 
National is under contract to pay out of 
such premiums. 

“2. In consideration of the said ags- 
sumption and agreements on the part of 
the said Great Southern, the Oklahoma 
National agrees to and does hereby as. 
sign to it, said Great Southern, all of its, 
said Oklahoma National's, in the pre- 
miums to be paid on and its rights up 
der the policies and contracts assumes 
and reinsured hereunder. It also agrees 
to and does hereby assign to said Great 
Southern all of its interest in any policy 
loan, as well also its interest in any notes 
given for premiums on policies reinsured 
hereunder. It also agrees to and does 
hereby assign to said Great Southern 
properties and securities equal in value 
to the mean reserves on all of the out- 
standing policy contracts of said Okla- 
homa National in force at the time this 
reinsurance contract takes effect, sucb 
properties and securities to include all 
policy loans and renewal premium notes 
on outstanding policies in force but not 
in excess of the individual mean reserves 
thereon. 

The mean reserves of the outstanding 
policy contracts include: 

“(a) The mean reserves on policies 
carried by ‘the Oklahoma National com- 
puted in accordance with the require- 
ments of paragraph three (3) hereof, less 
mean reserves on reinsurance in other 
solvent companies of original policies 
issued by said Oklahoma National com- 
puted in accordance with the require- 
ments of paragraph three (3) hereof, and, 

“*(b) Such other reserves, if any, as are 
held for the benefit of policyholders. 

“It is the understanding that the Great 
Southern is to have every right and priv- 
ilege of the Oklahoma National in, grow- 
ing out of, or pertaining to the policy 
contracts reinsured hereunder. 

“3. All of said reserves are to be com- 
puted up to the time that this contract 
takes effect on the same basis and in the 
same manner that the said Oklahoma Na- 
tional’s reserves were computed in the 
last annual statement filed with the Com- 
missioner of Insurance, and this contract, 
when it becomes effective, is to operate as 
a transfer and assignment to the Great 
Southern of all of the interest of the 
Oklahoma National in such amount of 
the property and securities as will be 
sufficient to cover said reserves. When 
the reserves have been definitely ascer- 
tained by calculation and the amount 
thereof approved by the Commissioner of 
Insurance, the specific properties and 
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securities are to be designated by the 
contracting parties, the interest in which 
is to pass to the Great Southern. 

“4. Should any premiums that the 
Great Southern is given the right to here- 
under be collected by or sent to the Okla- 
homa National, it agrees to immediately 
deliver and pay over same to the Great 
Southern. 

“5. In the case of any business under 
policies issued by the Oklahoma Na- 
tional, or under policies which may be 
issued on applications received previously 
or hereafter by them, on which no set- 
tlement of the first premium has been 
made to said Oklahoma National, said 
company not being on the risk therefor 
and such business not being included in 
the total outstanding policy obligations 
mentioned in paragraph one (1) section 
(a) hereof, it is agreed that any such 
business which is approved and settled 
for in a manner satisfactory to the Great 
Southern shall be thereupon assumed by 
them and that said Great Southern shall 
be entitled to retain the first annual pre- 
miums, less the agent’s commissions and 
less the actual medical and inspection 
fees thereon. 

“6. All paper, documents, memoranda 
and data pertaining to the contracts as- 
sumed and reinsured hereunder that are 
in possession of the Oklahoma National 
are to be delivered to the Great Southern, 
together with the filing cases and furni- 
ture in which same are stored, title to 
which is to pass to the Great Southern. 

“7. This contract or reinsurance shall 
go into effect when it shall have been 
executed by the proper officers of said 
companies and approved by the Commis- 
sioner of Insurance of the State of Okla- 
homa and by the Commissioner of Insur- 
ance of the State of Texas, and ratified by 
the stockholders of the Oklahoma Na- 
tional.” 





GUARDIAN LIFE INSURANCE COM- 
PANY OF AMERICA, NEW YORK, 
N. ¥. 

Report ef Examination Reviewed. 


The Insurance Department of New York 
recently completed its regular triennial ex- 
amination of this company (formerly the 
Germania Life Insurance Company of New 
York). The examination was made as of 
December 31, 1916, the report being dated 
January 8, 1918, and was filed September 
27, 1918. 

The report is voluminous and refers at 
length to the history and management of 
the company. 

The examiner referred to amendments 
in the company’s charter, one of which 
provided for the writing of disability in- 
Surance and the insuring of individuals 
against injury, disablement or death re- 
sulting from travel or general accident, 
and against disablement resulting from 
sickness. 

The change of name of the company from 
the Germania to the Guardian is referred 
to by the examiner as follows: 

“At a special meeting of the Board 
of Directors held Wednesday, December 
5, 1917, it was decided to change the 
hame of the company from the Germania 
Life Insurance Company to the Guar- 
dian Life Insurance Company of America 





subject to the approval of the Superin- 

tendent of Insurance and other legal re- 

quirements. The question of change of 
name had been under consideration for 
some time.” 

In referring to the company’s directors 
the report states: 

‘“*Each director must be the proprietor 
of at least ten shares of the capital stock 
of the company and hold such stock 
at least thirty days before his election 
as a dierctor or a person whose life is 
insured with the company by a policy, 
the legal reserve on which shall not be 
less than five hundred dollars. 

‘The annual election of directors takes 
place on the second Wednesday in De- 
cember and they hold office for four 
years or until a successor is chosen. 

“At the election of directors, stock- 
holders are entitled to one vote for every 
share of stock held by them. Policyhold- 
ers may also vote under certain condi- 
tions which are as follows: 

“1. If he pays at least one hundred 
dollars in premiums on a policy or poli- 
cles issued by the company. 

‘2. If he is an annuitant entitled to at 
least one hundred dollars annually from 
the company. 

“3. If he has a policy in the company 
on which the reserve amounts to at least 
one hundred dollars. 

‘“‘In the first two conditions each pol- 
icyholder has one vote; in the third in- 
stance, the policyholder has one vote for 
each even one hundred dollars reserve 
on his policy. 

‘Interest at the rate of 7 per cent. per 
annum on the capital stock of the com- 
pany is paid. In addition, an amount 
equal to 5 per cent. of the capital stock 
may be distributed to stockholders out 
of profits and the balance becomes avail- 
able for distribution in the form of divi- 
dends to policyholders entitled thereto. 
In the case of death of a policyhoider 
entitled to a dividend and before such 
dividend is payable, the amount thereof 
may be paid in cash to his legal repre- 
sentatives." 

The latest war risk fules are specified in 
the report as follows: 

From time to time since the beginning of 
the European war the company has pro- 
mulgated rules governing war risks. The 
latest rules bearing on the subject and 
which are apparently in force at the pres- 
ent time are as follows: 

“1. A free permit will be granted upon 
application for policies issued before 
January 1, 1907. 

“2. For all policies issued from Janu- 
ary 1, 1907, to and including September 
10, 1914, no permit is required because 


. ho restriction is contained in the policy. 


“3. For policies issued from Septem- 
ber 11, 1914, to and including April 5, 
1917, which have not yet been two years 
in force, a free permit to engage in mili- 
tary service within the states constitut- 
ing the Continental United States of 
America will be granted for an amount 
which together with the amount of any 
previous insurance carried, which is free 
from any restriction as to such service, 
shall not exceed $5,000 for any one life. 
For military service outside of the afore- 
said states, or for natal service, an ex- 
tra premium shall be payable for the 





first year pro rata from the date of the 
engagement in such service to the end 
of said year on the basis of an extra 
premium of $50 per $1,000 of insurance 
and for the second policy year at such 
rate as the company shall determine, 
payable in advance, the pro rata extra 
premium, however, for the second year 
to be not less than $50 per $1,000 in any 
event. 

“4. For policies issued on and after 
April 6, 1917, a permit for military or 
naval service will be granted on the same 
condition as for policies issued from Sep- 
tember 11, 1914, to and including April 
5, 1917, excepting that the amount for 
which the permit is applied for, taken 
together with the amount of any previ- 
ous insurance carried, which is free from 
any restrictions as to such service, shall 
not exceed $2,000 for any one life. The 
permit will cover the first policy year 
only and a new permit shall be applied 
for the second policy year on such terms 
as the company may then determine; 
and no permit will be issued for term 
policies.” 

September 5, 1917, a change was made 
as follows: 

“e * * the conditions on which a 
war service permit will be granted under 
policies issued since September 11, 1914, 
by requiring a single extra premium of 
$100 per $1,000 instead of $50 per $1,000 
for the first policy year and for the sec- 
ond policy year, at such rate as the com- 
pany shall then determine in connection 
with the issue of such permits for mill- 
tary service outside of the Continental 
United States of America or for naval 
service. In those cases, however, where 
an extra premium has already been paid 
under a policy, to require a charge of 
only the balance of $100 per $1,000 for 
the second policy year; all the other 
rules as to the carrying of the war risk 
and the amount insured to which it is 
applied to remain in full force and ef- 
fect.”’ 


The examiner in referring to agents com- 
mented upon the fees allowed agents for 
the collection of premiums, stich fees rang- 
ing from 2% per cent. upwards. The ex- 
aminer stated that a few of these cases 
were investigated and it was found that 
the percentage on certain premiums col- 
lected proved to be as high as 5 and 6 
per cent. 

The company’s position on this matter is 
stated as follows: 

“The company's position on this mat- 
ter is on the assumption that the New 
York Insurance Law does not limit the 
collection fee paid on any business ef- 
fected prior to January 1, 1907, and on 
business written after such date that it 
was justified in paying a collection fee 
equal to the renewal commissions to 
which the premiums would have been 
subject had a sufficient volume of busi- 
ness been produced to earn the same.” 
In referring to the Berlin Branch the ex- 

aminer stated: 

“The company is authorized to write 
insurance in Belgium, France, Germany, 
Austria, Switzerland and Spain; all 
transactions to be reported to the com- 
pany through the .Berlin Branch. This 
branch or what the company calls its 

(Continued on next page.) 
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GUARDIAN LIFE (Continued). 
European Department is under the sup- 
ervision of a special board of five direc- 
tors and conducted by a managing di- 
rector. 

“Reports were made quarterly until 
the war in Europe when difficulty and 
delay was experienced in getting the re- 
ports safely and promptly. When this 
country became engaged in the conflict 
it was only through the office of the 
Department of State that the last report 
from the Berlin Branch for the last 
quarter of 1916 was received. This re- 
port was of a fragmentary character and 
considerable difficulty was experienced 

-in reconciling it with entries made in 
the company’s books. 

“ Business in Spain is now transacted 
directly with the Home Office. 

“It is here noted that in the follow- 
ing pages of this report where mention 
is made of work done by the examiners, 
it refers almost wholly to the transac- 
tions of the company in what is called 
the Home Department. 

“Following is shown a schedule show- 
ing the policies in force, issues and poli- 
cies terminated for the years 1914, 1915 
and 1916: 


No. Amount 


Policies of Insurance 
In force December 


31: 
ee 78,532  $146,277,040 
Di isebisadetencs 79,838 150,075,274 
Pi acsieqasendes 79,753 150,737,175 
Issued, revived, in- 
creased during 
year: 
PiitaatessSdasess 8,418 18,272,403 
Eiibesaseseskooese 7,015 15,195,275 
Tip pcesennenene 6 9,529 21,061,120 
Ceased by death, 
maturity, expiry, 
surrender, lapse, 
etc. : 
Tieosede oneuené 7,112 14,474,169 
iy es600n6006e00 7,100 14,533,374 
Ee 6,502 13,176,165 
Outstanding at end 
of year: 
thin abednn ent 79,838 150,075,274 
th ccenecedendore 79,753 150,737,175 
ih cpeeenne eine «- 82,780 158,622,130 
Net gain for the 
year: 
Dbaatdiksosselee 1,306 3,798,284 
Ep bédessensoose —SS 661,901 
Dubeodbsenbocede 3,027 7,884,955 


The report describes in detail the com- 
pany’s method of determining and appor- 
tioning dividends on its policies, from 
which we extract the following: 

“Surplus earnings for the declaration of 
dividends to policyholders are assumed to 
be derived from two sources, viz. : 

“1. Interest earnings in excess of re- 
serve requirements. 

“2. Savings from loading on net pre- 
miums. 

“ The factors used for the year 1916 were 
respectively as follows: 

* Policies issued prior to Jan. 1, 1910, 
8/10 of 1% of the initial reserve on the 
American Experience 3%4% table plus 
52144% of the loading on the same basis. 

“ Policies issued since Jan. 1, 1910, 13/10 
of 1% of the initial reserve on the Ameri- 





can 3% table plus 52144% of the loading 
on the same basis. 

“The sum indicated in each of these 
two instances is referred to as ‘ Stand- 
ard Dividend.’ 

“ The above formula and procedure has 
been followed continuously since Janu- 
ary 1, 1913, during which time cash divi- 
dends have been 100% of the Standard 
Dividend. From Jan. 1, 1911, to Jan. 1, 
1913, mean reserves instead of initial re- 
serves were used and interest earnings 
were assumed to be 4.4% instead of 4.3%. 

“Dividends are apportioned to tontine 
policies in the same manner as to an- 
nual dividend policies, but the amounts 
thus apportioned are kept in a separate 
fund improved each year by the rate of 
interest earned for that year. To this 
amount each year is added the apportion- 
ment of dividends for that year as de- 
termined by applying the company’s for- 
mula to each individual tontine policy in 
force and obtaining the sum of all these 
dividends apportioned. Six months’ in- 
interest on the amount of dividends so 
apportioned is also added making a total 
fund from which the aggregate of the 
maturing dividend classes is deducted. 
The balance represents the fund at the 
end of the year. 

“During the latter part of the calen- 
dar year just preceding that in which a 
tontine class matures, the dividend cards 
representing those of that class which 
are still in force are listed in numerical 
order with a description of the policy, 
the successive dividends that had been 
apportioned thereto and the sum of these 
dividends. The compound interest is also 
entered on each apportionment at the 
rates effective for the several years from 
the time of apportionment until maturity 
with the total thereof. 

“Those policies of each maturing divi- 
dend class which had terminated during 
the tontine period are similarly listed and 
the dividends which had been apportioned 
to them during their continuance simi- 
larly extended. The apportionments of 
each year are then footed separately and 
the several footings improved at com- 
pound interest by the same factors that 
are used for policies in force. 

“These several dividend footings for 
terminated policies with their interest ac- 
cretions are totalled and the percentage 
which their sum bears to the similar sum 
for enduring policies of the same class is 
determined. The amount of the dividend 
apportionments and interest accretions 
credited to each individual enduring pol- 
icy of that dividend class is then in- 
creased by this percentage of itself. This 
is its share of the lapsation profits. 

“The foregoing discussion of the meth- 
ods of apportionment of tontine dividends 
shows such dividends as apportioned as 
of the Dec. 3list preceding maturity. 
Should an insured under this form of 
policy die after Dec. 3list and prior to 
the anniversary of which the tontine pe- 
riod expires, the dividends already al- 
lotted to the policy are thrown into the 
general surplus of the company and do 
not enter into the lapsation profits of the 
class to which the policy belonged. 

“This branch of the examination has 
convinced the examiners that the method 
of this company in keeping account of 
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dividends is excellent and that carefy) 
and painstaking efforts are made to maip- 
tain complet and accurate records.” 


The financial statement as compiled by 
the examiner shows the receipts, disburse. 
ments, assets and liabilities as of Dec, 31, 
1916, in both the home and European de. 
partments. 

We give below a condensed statement 
based upon the compilation made by the 
examiners: 


Receipts. 
Home European 
Dept. Dept. 
New prems. ......... $734,375 $179,501 
Renewal prems. 2,871,005 2 1,820 
Sup. contracts ....... SD Sbescccces 
Divs. left to accum... Dn bsectsedue 
Int. and rents ....... 1,625,335 024,958 
PEM: chbdecevdss” wébbecods $2,852 
ee EE cnctece > S0nccéee ~2,174 
Com. on sub. German 
eee MD GdWoccéee. eccineds 1,375 
Profit sale of bonds.. 3,461 +0 
Adustment bk. vals.. Sa e6eececkan 
Other receipts ....... 4,428 G4 








Total receipts .... $5,321,160 $3,665,824 
Total receipts of both departments, $8, 
O84 ,OS4. 





Disbursements. 

Home European 

Dept. Dept. 
Death claims ....... $969,500 $55,192 
Matured end’ts ...... 637,140 1,218.25 
Surrender vals. ...... 886,522 269,121 
PED ‘Séeccccccces 608,355 483,520 
Other pay’ts to P. H. 0,565 31,676 
Sup. contracts ....... i?  seestseess 
Divs. stockholders ... AR 
Agency disbursements 612,006 247,011 
Med. fees, etc. ....... 60,440 5,015 
Salaries, etc. ........ 219,344 1,401 
Taxes on prems. and 

GD aacioonseés 68,550 5,453 
Borrowed money re- 

SE ceccee eevescet 183,253 
Loss on sale real est. DE, 6e0ceeeene 
Loss on sale bonds... 13,875 1“4 
Dec. bk. val. real est. De Svecceoess 
ee DRED. civcosediéc ere 
Other disbursements. 344,183 71,207 

Total disb'’sem’'ts $4,653,480 $3,171,264 


Total disbursements of both departments, 
$7,824,764. 


Assets. 
Home European 
Dept. Dept. 

Real estate (market 
CORNED inden cnndecde $4,477,050 £506, 54 
Mort@agmes ....ccceees 16,677,706 9,277.98 
Policy loans ......... 4,324,268 3,158,191 

Bonds and stocks 
(market value) ..... 4,192,618 6,967,389 
Ge ccadcvibeccdcsces 940,917 169,876 
Mex. checks .......... GOOL .....eeees 
Int. and rents........ 451,917 274,015 
Uncol. & def. prems.. 421,428 1,069,701 
Exchange adjt.......  .....-.- 386,889 


Admitted assets ...$31,491,905 $21,900,906 
Total admitted assets in both depart- 
ments, $53,392,811. 





Liabilities. 
Home European 
Dept. Dept. 
Net reserve .......... $22,997,178 $22,647,997 
Disability reserve ... 12,325 333 
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Pres. val. sup. contr. BET GES ccccaccccs 
Pres. val, dis. ben... a = concceses ° 
Liab. on cancel’d pols. PD ccccccesse 
Death claims & end’ts 233,025 250,753 
Dis. benefits ..... ae BOP ccdeccecove 
Unpaid annuities .... 196 3,727 


Divs. left to accum... 0, Pr 


Unearned int. & pre- 








miums paid in adv. 96,267 36,819 
Held for taxes ....... GSS coccccecce 
Borr’ed Money & int. ........ 544,626 
Unpaid P, H. divs... 93,663 135,130 
An’'l divs. appor...... 340,000 335,000 
Def. div. funds....... 2,978,496 831,112 
War reserve ........ 6,337 4,778 
Part pay. pols. ...... BEES ccccecccce 
Extra. dis. reserve... EE cocceccene 
BORED. cccceccoseccee 956 2,523 
Other liabilities ...... SE cbscccevce 

UE  desoecensons $27,000,702 $24,801,798 
Total liabilities of both de- 

partments, exclusive of cap- 

ital and surplus .......... $51,892,500 .17 
CSE ccc cccccccccccocececece 200,000 . 00 
DUPGSED cccccccoscecconcececes 1,300,310 .34 

TE  dchoodedacotececece 53,392,810.51 


The examination shows that in the Home 
Department there is a surplus of approxi- 
mately $4,000,000 and a deficit of nearly $3,- 
000,000 in the European Department. 

The net surplus shown by this examina- 
tion as of Dec. 31, 1916, is $1,300,310.34, as 
against $1,739,994, as reported in “ Best's 
Life Insurance Reports” for the year end- 
ing Dec. 31, 1916, the difference being $459,- 


684. This is substantially accounted for by 


a reduction in real estate of approximately 
$230,000 and an adjustment in European 
exchange of approximately $170,000. 

In commenting upon the reduction in real 
estate values (a net decrease of $229,809.43) 
the examiner states: 

“The company has agreed that this value 
shall be reduced $60,000 each year for the 
next three years, the first reduction to be 
effective for the year ending Dec. 31, 1918." 

The net returns on the investment in real 
estate for the years 1914, 1915 and 1916 
were stated as follows: 1914, 3.38%: 1915, 
3.22% ; 1916, 3.1%. 

The examiner in referring to the adjust- 
ment on account of rates of exchange com- 
mented as follows: 


“Adjustment on Account of Rates of 
Exchange. 

“For the years ending Dec. 31, 1915, 
and 1916, the company reported as an as- 
set the balance after taking into consid- 
eration the difference in exchange at the 
standard rate and the current rate due 
to the European war. The company’s cal- 
culation shows the reduction in reserves 
if set up and maintained at the current 
rate of exchange instead of the standard 
rate and against this is shown the reduc- 
tion in the market value of all foreign 
assets belonging to the company com- 
puted at the same current rate of ex- 
change. The net gain as of Dec. 31, 1916, 
amounts to $556,174.77. 

“The audited report of the company 
shows that of the above amount only 
$386.888.71 was allowed: consequently, the 
examiners’ statement shows the reduction 
of $169,286 06.” 





——— ee ee 





The report contained comments regardng 
borrowed money as follows: 

“The sum reported, $544,626.42, repre- 
sents the amounts due to banks in Ger- 
many for loans secured to purchase gov- 
ernment securities in order to maintain 
the required reserves $449,913.37, and $94,- 
713.05, which consists of subscriptions re- 
ceived by the Berlin branch for German 
government bonds and which have not 
yet been returned or otherwise disposed 
of.” 

The concluding remarks of the examiner 
are as follows: 
Conclusion. 

“The change in name of this company 
to the Guardian Life Insurance Company 
of America was intended to remove all 
impression that the company originated 
in Germany or that its name indicated 
a German origin or nationality. On ac- 
count of such impression it was found 
that, since the entrance of the United 
States into the European war, it was 
increasingly difficult to write new busi- 
ness or to interest new men to act as 





agents and to hold the services of sub- | 


agents. In addition to changing the 
name of the company at the meeting Dec. 
5, 1917, the board of 
themselves on record against the writing 
of any new business outside of 
United States of America. 

“Until the end of the war, the com- 
pany expects to be able to secure the 
necessary data on its European business 
under a license received from the War 
Trade Board at Washington, D. C. 

“ Notwithstanding these handicaps, the 
company’s United States business seems 
to be progressing favorably and from all 
indications the new business placed on 
the books of, the company during the 
year 1917 in the Home Department will 
exceed that of the combined Home and 
European Departments for any of the 
past three years, and at a reduced acqui- 
sition expense. 

‘During this examination, the exami- 
ners have been courteously treated and 
all information asked for was readily 
given. 

“It appears that the policy of the com- 
pany is to faithfully and indiscriminately 
carry out the provisions of its contract 
and to comply with the Insurance Laws 
of States wherein it transacts business 
and the rules of the Insurance Depart- 
ment of this State.” 





ILLINOIS LIFE INSURANCE COMPANY, 
CHICAGO, ILL. 

This company amended its war risk re- 
quirements during the past month, the 
present requirements being as follows: 

“Military or Naval Service in Time of 

War. 

“Military service, within continental 
Tnited States, not involving aeronautics, 
shall not affect the company’s liability 
under this policy. 

“In time of war the insured shall not 
engage in or take part in any military 
service outside of continental United 
States, and shall not, either within or 
without continental United States, engage 
in or take part in any naval service, nor 
any aeronautic service in connection with 
either military or naval service. 
insured shall die from any cause, after 


directors placed | 


the | 





If the | 


engaging in or taking part in such pro- 
hibited service and prior to his discharge 
from such service, or within six months 
after such discharge, the liability of the 
Company shall, in either event, be lim- 
ited to the legal reserve hereon (Ameri- 
can Experience 3%% basis) together 
with 10% of the amount which would 
have been payable if the insured had not 
engaged in or taken part in such ser- 
vice; provided that the liability shall in 
no case exceed the amount for which the 
Company would have been liable if the 
insured had not engaged in or taken part 
in such service. 

“ The boundaries of ‘ continental United 
States’ as used in this policy shall in- 
clude the waters within three miles of 
the continent line but shall not include 
the Panama Canal Zone. 


“ Travel or Residence Abroad. 

“ Travel or residence by the insured in 
time of war outside of continental United 
States and the Dominion of Canada 
within a period of two years from the 
date hereof shall operate forthwith to 
limit the liability of the Company, in 
event of the death of the insured there- 
after occurring and within two years 
from the date hereof, to a sum equal to 
the legal reserve (American Experience 
314% basis) on this policy together with 
10 per cent. of the face value of this pol- 
icy less any indebtedness thereon. The 
Company will, however, issue a permit 
for such travel or residence upon payment 
of the required extra premium at its 
Head Office prior to the departure of the 
insured from continental United States 
or Canada (but no permit shall be issued 
which will make the total Hability of the 
Company on any one life exceed five thou- 
sand dollars ($5,000) together with the le- 
gal reserve calculated as hereinbefore 
stipulated on any insurance in excess of 
said sum). Any permit issued will be for 
a limited period and renewable only upon 
payment of the extra premium required 
for such renewal at the time thereof. 


“ Incontestability. 

“The attached policy shall be incon- 
testable after two years for the amount 
due, except for the non-payment of pre- 
miums, and subject to the provisions of 
paragraph No. 1 above, headed ‘ Military 
or Naval Service in Time of War.’”’ 





KANSAS CITY LIFE INSURANCE 
PANY, KANSAS CITY, MO. 

This company was examined by the In- 
surance Departments of Missouri and South 
Dakota as of December 31, 1917. The ex- 
emination was conducted subject to the re- 
quirements of the Committee on Examina- 
tions of the Insurance Commissioners’ Con- 
vention. The report is dated July 6, 1918. 
The financial exhibit varies slightly from 
that appearing on pages 285 and 286 of 
“Best's Life Insurance Reports.” 

The examiners specify the admitted as- 
sets as $8,693,869, as against $8,742,727, pub- 
lished in our annual volume. 

The examiners show the unassigned sur- 
rlus to be $282,301 instead of $331,768, as 
previously published by us. There were no 
differences in the income or disbursements. 

The examiners commented in regard to 
the underwriting as follows: 

(Continued on next page.) 
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KANSAS CITY LIFE (Continued). 
* Underwriting. 

“Since the last examination of. this 
Company in July, 1914, the volume of 
insurance has more than doubled. Dur.- 
ing the years 1914, 1915 and 1916 the 
annual increase in insurance in force was 
between eleven and twelve millions. Dur- 
ing 1917 it was nearly thirty-four mil- 
lion, or nearly three times as much as 
the annual increase of either of the other 
years. 

“The total business issued during 1917 
was about fifty and one-half million as 
compared with about twenty-six million 
in 1916, twenty-two millions in 1915, and 
twenty-two millions in 1914. 

“*Such abnormal increase in new busi- 
ness of a life insurance company is usu- 
ally accompanied by a marked effect 
upon the unassigned surplus, but in this 
particular instance the Contpany has been 
so fortunate as to escape a reduction in 
surplus commensurate with the amount 
of new business written. 

“The Company’s policies, like those of 
many other companies being issued at this 
same time, contained no war restrictions 
prior to the declaration of war by the 
United States. This Company, however, 
did not limit its liability with war re- 
strictions until June 20, 1917. During the 
period between the declaration of war 
by the United States and June 20th, the 
Company issued approximately fifteen 
millions of business. 

“Of the fifty millions of business is- 
sued in 1917, fifteen and one-half mil- 
lions were issued in Oklahoma. This 
fact, together with the fact that the State 
Agent of Oklahoma received credit for 
more than $525,000.00 on the books of the 
Company during 1917, led to an investi- 
gation of this agency contract. This 
contract was made in 1908 and contained 
a ‘bonus’ provision which proved un- 
satisfactory to the Company when ap- 
plied to such a large volume of business 
as written in Oklahoma in 1917. 

“Since this examination began this 
contract has been changed so as to elimi- 
nate the ‘bonus’ feature. This contract, 
dated March 7, 1918, was made effective 
as of December 1, 1917. 

“Examination of all agency contracts 
of the Company discloses the fact that 
this is the only contract of this kind ever 
made by the Company. 

“The Company is now doing business 
in twenty-one States, as follows: 

“ Oklahoma, Texas, Missouri, Colorado, 
South Dakota, Kansas, Nebraska, Oregon, 
Washington, New Mexico, Utah, Arizona, 
Iowa, Montana, Idaho, Minnesota, Arkan- 
sas, Illinois, Wyoming, North Dakota, 
and Nevada.” ° 
One of the closing paragraphs of the ex- 

aminers’ states: 

“This Company has had a remarkable 
growth in the past, and its present con- 
dition and organization is such as to 
assure a more successful and substantial 
eareer in the future.” 





METROPOLITAN LIFE INSURANCE 
COMPANY, NEW YORK, N. Y. 
Total and Permanent Disability Provisions. 

This company has issued a new total and 
permanent disability provision providing 
as follows: 





“In consideration of an additional 
premium of.......... dollars and........ 
cents, payable at the same time and un- 
der the same conditions as the regular 
premium under the policy to which this 
agreement is attached, except that the 
additional premium shall cease on the an- 
niversary of the policy after the insured 
has attained sixty years of age, Doth here- 
by agree, that if while the above num- 
bered policy is in full force and effect, 
and before default in the payment of 
any premium, the Company receives due 
proof that the insured, as the result of 
injury or disease occurring and originat- 
ing after the issuance of the policy, has 
become totally and permanently disabled 
so as to be unable at any time to per- 
form any work or engage in any business 
for compensation or profit, the Company 
will allow the following benefits: 

“(a) Provided said disability occur be- 
fore the insured attains sixty years, of 
age, but not otherwise, the Company, 
commencing with the anniversary of the 
policy next following receipt of such 
proof, will waive payment of each prem- 
ium becoming due during such disabil- 
ity, and, in addition, commencing six 
months from the receipt of such proof, 
will pay each month, during the continu- 
ance of.such disability, to the insured, 
or to the person designated by him for 
the purpose, or if there be no such per- 
son designated, then to such person as 
may be found by the Company to have 
the care of the person of the insured, a 
monthly annuity of $10 for each $1,000 
of original insurance under the policy. 
The waiving of premiums and _ the 
monthly annuity payments shall be in 
addition to all other benefits and shall 
not affect any provision in the policy, 
except if there be any indebtedness un- 
der the policy, the interest on such in- 
debtedness shall, if not otherwise paid, 
be deducted from the monthly annuity 
payments. The insured shall not have 
the right to commute such monthly an- 
nuity payments. 

“(b) Provided said disability occur af- 
ter the insured has attained sixty years 
of age, the Company, commencing with 
the anniversary of the policy next fol- 
lowing receipt of such proof, will allow 
all premiums thereafter becoming due 
during such disability to accumulate 
without interest as an indebtedness 
against the policy, and the values pro- 
vided for under the provision ‘ Options 
on Surrender or Lapse’ shall, subject 
to the indebtedness thus created, and any 
other indebtedness existing under the 
policy, increase in the same manner as if 
the premiums were being paid by the 
insured. 

“This provision may be discontinued 
by the insured by written request to the 
Company, such change to take effect upon 
return of the policy, together with this 
agreement, to the Company and the en- 
dorsement of such cancellation hereon. 

“This provision shall become inopera- 
tive if the insured shall, within five years 
from the date of the policy, engage in 
military or naval service in time of war 
and any unearned premium on account of 
this provision, at the date of entering 
such service, will be returned upon de- 


mand. After discharge from such service, 








on evidence of physical condition satis- 
factory to the Company, this provision 
will be restored under its original terms. 
“ Whenever this provision shall become 
inoperative, the additional charge there- 
for shall no longer be payable. 

“ Without prejudice to any other cause 
of disability, the entire and irrecoverable 
loss of the sight of both eyes, or the sev- 
erance of both hands above the wrists, 
or of both feet above the ankles, or of 
one entire hand and one entire foot, will 
be considered as total and permanent 
disability within the meaning of this pro- 
vision. 

“Notwithstanding proof of disability 
may have been accepted by the Company 
as satisfactory, the insured shall at any 
time, but not oftener than once a year, 
on demand from the Company, furnish 
due proof of the continuance of such dis- 
ability; and if the insured shall fail to 
furnish such proof, or if the insured is 
able to perform any work or engage in 
any business whatsoever for compensa- 
tion or profit, no further premiums will 
be waived or allowed to accumulate as 
an indebtedness against the policy nor 
will any further monthly annuity pay- 
ments be made.” 

Illustration of extra annual premium, 
on basis of $1,000 insurance: 

Disability before age 60 (waiver of prem- 
ium and annuity of $10 monthly). 

Disability after age & (premiums 
charged against policy as non-interest 
bearing loan). 


(Age 35). 
10 Year Endowment ................. $1.11 
15 Year Endowment ................. 1.23 
20 Year Endowment .............ec0- 1.38 
30 Year Endowment ................. 1.64 
Whole Life ($5,000).................. 8.70 
Ee eee 1.73 
Life Premium Reduced.............. 1.84 
Modified End. Life Option........... 1.35 
I cee annie ecenescce 2.65 
a a 2.01 
SPE TEED cn ccccccecccescacces 1.71 
Convertible Limited Pay. Life....... 2.2u 





MISSOURI STATE LIFE INSURANCE 
COMPANY, 8ST. LOUIS, MO. 
Further Light on Suits Instituted by Clin- 

ton L. Caldwell — Report of Examina- 
tion Made by Missouri and Other In- 
surance Departments Still Withheld. 
In our September issue, pages 44 and 45 
we printed a statement concerning recent 
developments in the affairs of this com- 
pany, which led up to the resignation of 
John G. Hoyt as president on February 27, 
1918; the election in his place of Walter 
K. Chorn, who had been until that time, 
Superintendent of Insurance of Missouri, 
and finally the resignation of Mr. Chorn 
in August last, following an attempt to sell 
the control of the company to Texas in- 
terests representing the Great Southern 
Life Insurance Company of Dallas, with a 
view to the reinsurance of the outstanding 
business of the Missouri State Life in the 
Great Southern Life. In last month's ar- 
ticle we also mentioned a suit brought 
against the company by one, Clinton L. 
Caldwell. 
The size of the company, whether meas- 
ured by the amount of its assets or by the 
volume of insurance in force, makes its 
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affairs of considerable importance not only 
to its own policyholders and stockholders 
but to the life insurance fraternity in gen- 
eral. The issuance of this paper has been 
purposely delayed in the expectation that 
we would be in possession of the much be- 


lated report of the official examination, 
which has been under way for many 
months, but in this we have been again 


disappointed. In the absence of the offi- 
clal report we will review the entire mat- 
ter as completely as possible, relying upon 
information secured from other credible 
sources. 


Examination by Missouri, Illinois and In- 
diana Departments as of December 31, 
1916, 

In our issue of October 1, 1917, page Si, 
we referred to an examination of this com- 
pany made by the Insurance Departments 
of Missouri, Illinois and Indiana, as of De- 
cember 31, 1916, which report was dated 
July 6, 1917. The comments of the exam- 
iners were commendatory. They stated 
with regard to mortgage loans that papers 
in connection therewith had been carefully 
scrutinized and properties located in sev- 
eral states, including Arkansas (where the 
loans subsequently criticized were made), 
had been appraised to the number of one 
hundred and forty-one loans, aggregating 
$2.-76.904 07. They stated further that at 
the next preceding examination, two hun- 
dred and ten mortgaged properties were 
appraised. The only criticism of the exam- 
iners concerning the mortgage loans was 
in these words: 

“In a few instances where the loan ex- 
ceeded 66 2/39% of the appraised value 
(the limit prescribed by the Missouri 
law) the excess over such limit was ex- 
cluded under Assets Non-Admitted.” 

In the report was a schedule showing 
that out of $9,386,755.60 of mortgage loans, 
$5,559,128.70 represented loans on Arkansas 
properties. 


Investigation of Mortgages in 1917. 
Early in 1918 it became known that an 
Investigation of certain mortgage loans 
made by the company in Arkansas had 
been conducted by Harry L. Arnold, then 
actuary of the Indiana Insurance Depart- 
Inent; and that following his preliminary 
investigation a more complete inquiry was 
made by Mr. Arnold for the Indiana De- 
partment, James Fairlee for the Illinois 
Department and J. C. Harvey, a consulting 
actuary, for the Missouri Department. 
These three examiners also signed the re- 
port of examination of the company as of 

December 31, 1916, above referred to. 


Criticisms of Former President Hoyt. 

In attempting to comment upon the 
criticisms which led up to the resignation 
of Mr. Hoyt and the sale of his stock in 
the company, we are handicapped by the 
fact that the Insurance Departments have 
hot yet, after many months of inquiry, 
made public their report. What is _ be- 
lieved, however, to be a correct statement 
of the cause of the dispute was contained 
in an article printed in the St. Louis Post- 
Dispatch of March 10, 1918. That article 
Stated that Mr. Hoyt's resignation was 
due to dissatisfaction with certain mort- 
Zage loans made by the company in Ar- 
kansas; a reference was made in this news- 
paper article to the report of the depart- 









mental examiners and quo s made 
therefrom. Yet, until the p t time, 
the departments have not placed this re- 
port on file as a public document. The 
newspaper article also contained an inter- 
view with Examiner Arnold. The quota- 
tions from the report were as follows: 

“ Attention is called,” the report states, 
“to the making of certain loans to parties 
closely related to the management of the 
company. This is a feature, which as a 
matter of general principle, is not regarded 
as desirable by insurance departments. 

“In a number of cases the loans were in 
excess of 50 per cent. of the department 
appraisements, which is the maximum al- 
lowed under the laws of states. In a few 
cases the loans were even in excess of 
66 2/3 per cent. of the department ap- 
praisals, which is the maximum permitted 
by Missouri law. 


“ Liens on Rice Lands. 


‘“‘In many instances, mortgages are on 
rice farms in Arkansas, also there has 
been considerable money loaned on unim- 
proved tracts of land, as an inspection of 
the mortgage schedule will disclose. In 
many instances the company has held back 
part of the loan until certain required im- 
provements have been completed. 

“Our investigation of rice farming in 
Arkansas leads us to believe that such a 
large personal equation enters into the ad- 
visability of making such loans as to make 
it necessary to exercise the very greatest 
care in establishing the ability and the 
substantiality of the borrower.” 

This newspaper article stated explicitly 
that the company had not suffered any 
losses through these loans. It stated that 
the investigators had devoted considerable 
time to a survey of transactions in which 
the name of President Hoyt appeared. One 
such instance had to do with the purchase 
by Hoyt on September 7, 1912, of a tract 
of 4,901 acres in Arkansas County from 
William Seymour and wife of the State of 
Washington. Five days later, according to 
the record, Hoyt sold 4,729 acres of the 
same land to one Moran, a loan agent of 
the Missouri State Life Insurance Com- 
pany; and two days later Moran borrowed 
$100,000 from the Missouri State Life In- 
surance Company, with the land as secur- 
ity. The newspaper stated: “One of the 
investigators reported that Moran told him 
the $100,000 loan represented the full pur- 
chase price of the land.” 

The land was afterwards sold off in 
small parcels by Moran, corresponding 
partial payments being made on the loan, 
which was eventually entirely repaid. 

The investigators were stated to have re- 
ported to the actuaries in charge of the ex- 
Amination that in many instances loans 
were tnade to Moran on property which 
had been foreclosed by the company, and 
which Moran hac purchased by the pay- 
ment of the de>t to the company with in- 
terest. and then mortgaged to the company 
for the full purchase price. 

A reporter for the St. Louis Post-Dis- 
patch stated that he interviewed Harry L. 
Arnold, the actuary who represented the 
Indiana Insurance Department in these in- 
vestigations at the office of Arnold in 
Gary, Ind... where he is now an officer of 


| a trust company, and quotes Arnold in part 


as follows: 





“As a matter of fact, there was no loss 
to the Missouri State Life in its transac- 
tions in Arkansas, but there might easily 
have been. I am confident that with 
changes in the management of the com- 
pany which resulted from Mr. Hoyt’s 
resignation that it will prosper and that 
old business methods will be stopped. 

“When we complained to Mr. Hoyt 
about the loans in Arkansas being in 
excess of the legal limit, he did not deny 
that the loans were for more money than 
customarily would be loaned, but he 
proclaimed that he was a ‘pioneer’ in 
Arkansas and that with much foresight 
he had been able to develop properties 
there so that they greatly increased in 
value. 

‘*‘Many of the loans, probably a ma- 
jority of them, were on undeveloped rice 
lands. The question of whether an ir- 
surance company has the right to loan 
its funds to develop rice lands, which 
might turn out all right, and which 
might not, entered materially into the 
matter under consideration. As a mat- 
ter of fact, most of those on which the 
Missouri State Life loaned money did 
turn out all right, and consequently the 
company made money instead of losing 
money.” 


Criticism of Former President Chorn. 


Mr. Chorn, after acting as president for 
only a few months, has resigned and both 
he and the directors who served while he 
was presidént are being freely criticized 
because of alleged stock manipulation. 
The facts appear to be (our authority being 
a circular letter issued to its stockholders 
by the Missouri State Life Insurance Com- 
pany about the end of September, 1918), 
as follows: 

“To the Stockholders of the Missouri 

State Life Insurance Company: 

“At a meeting of the Board of Direc- 
tors of your Company, held on Septem- 
ber 27th, the following directors were 
elected to fill existing vacancies: W. 
Frank Carter, vice-president, Mercantile 
Trust Company; David C. Biggs, treas- 
urer, International Shoe Company; 
George H. Williams, of Bryan, Williams 
& Cave; Robert McKittrick Jones, presi- 
dent, Robert McKittrick Jones & Com- 
pany; Eugene H. Angert, director, Third 
National Bank; James C. Jones, presi- 
dent, Missouri Bar Association. 

“ All of the above mentioned gentlemen 
are residents of the City of St. Louis, 
and are prominent in its business, pro- 
fessional and financial affairs and we be- 
lieve that the stockholders of the com- 
pany are to be congratulated upon their 
connection with the company. 

“The remaining members of the board 
are the following: P. J. Shouvlin, presi- 
dent, The Superior Gas Engine Co., 
Springfield, Ohio; Theobald Felss, presi- 
dent, Felss Flour Milling Co., Cincinnati, 
Ohio; Herman Brockman, comptroller; 
Walter S. McLucas, president, Commerce 
Trust Company, Kansas City, Mo.; Henry 
Deisel, Sr., president, The Deisel-Wem- 
mer Co., Lima, Ohio; George Graham, 
vice-president and actuary; T. F. Law- 
rence, vice-president. 

“At the same meeting the directors 
voted unanimously to subscribe for one 


(Continued on next page.) 
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MISSOURI STATE LIFE (Continued). 
million dollars of the Fourth Liberty 
Loan. 

“ Referring to the .circular letter sent 
out by Clinton L. Caldwell asking share- 
holders to join him in the two suits 
which he has filed, it is to be noted that 
these suits have to do solely with the 
temporary investment of funds of the 
company in certain of its shares. As 
stated to you in our letter of August 
3ist, last, and as recorded on the, min- 
utes of the meetings of the board of di- 
rectors, the purchase of the stock referred 
to was made on advice of counsel to se- 
cure the voluntary retirement of certain 
officers and directors of the company and 
to prevent the return of others whose re- 
tention or return was deemed disadvan- 
tageous to the best interests of the com- 
pany. 

“This purpose has been accomplished 
and all of the shares of the stock have 
been disposed of and the moneys of the 
company invested therein, with interest, 
have been returned to the company’s 
treasury without any present officer or 
director making a profit, and all as was 
outlined to be done, so that the company 
is in exactly the same position in every 
respect as it would have been had these 
transactions never taken place. 

‘‘In place of the directors and officers 
whose voluntary retirement was secured 
because their retention or return was 
deemed disadvantageous to the best in- 
terests of the company, the company has 
secured the above mentioned new mem- 
bers on the board, all of whom are men 
of the very highest standing in the City 
of St. Louis. 

“Since the use of the company’s money 
in the purchase of its stock is the sole 
basis of Mr. Caldwell’s suit, it is readily 
apparent that his complaint is baseless. 

“These suits by Mr. Caldwell do not 
in anywise affect the value of your shares 
of stock, or the condition or future of the 
company; it would be unfortunate if 
thereby you should be led to consider 
disposing of your interest in the com- 
pany. 

“Mr. Caldwell is the owner of five 
shares of stock and was at one time title 
examiner of the company, for which serv- 
ices he was fully paid. 

“ You will note Mr. Caldwell’s reference 
in his letter to a personal controversy 
between himself and the company. For 
your infermation we would state that 
after Mr. Caldwell’s connection with the 
company had ceased he presented a bill 
to the company for $60,000 for legal serv- 
ices, which the directors could not recog- 
nize because Mr. Caldwell had never been 
employed to render the claimed services, 
nor had he, in fact, rendered any such 
services for which he was entitled to pay. 

“We would further call to your atten- 
tion his statement that he expects to 
take up this claim with the new board 
of directors which he desires to have 
elected —the present board having de- 
clined to recognize the same in any way 
whatsoever. 

“Before taking any action based on 
Mr. Caldwell’s letter, or his suits, read 
yourself, or have your attorney read the 
enclosed verbatim copies of opinions of 
the Supreme Court of Missouri in cases 





in which Mr, Caldwell was the defend- 

ant. Your attorney can find these cases 

in Missouri Supreme Court Report No. 

234. 

“You are advised that the Directors 
have not yet announced their choice for 
President as the new Directors rightly 
wished an opportunity to become famil- 
iar with the situation, but you will be 
advised shortly as to their action on this 
matter.” 

This circular is signed by T. F. Law- 
rence, vice-president, and George Graham, 
vice-president and actuary. 

Caldwell voluntarily withdrew his first 
complaint, and then instituted two new 
actions in the Circuit Court of the City of 
St. Louis for the December term, 1918. We 
have examined the complaints in both of 
these actions, which are ostensibly insti- 
tuted on behalf of Caldwell, who owned 
five shares of stock of the Missouri State 
Life, par value $10 per share, and holds a 
policy of $2,000 on his life “and all other 
similarly situated who may desire to be- 
come parties thereto, and for the use and 
benefit of all the stockholders of said com- 
pany.” 

The first complaint alleges that on or 
about February 28, 1918, John G. Hoyt 
owned twenty-six thousand four hundred 
(26,400) shares more or less of the capital 
stock of the Missouri State Life, “ which 
said stock was pledged with various banks 
and individuals to secure the notes of said 
John G. Hoyt, payable on demand or on 
various near dates, for sums aggregating 
four hundred eighty-nine thousand dollars 
($489,000) more or less.” That an option 
on this stock was given by Hoyt to cer- 
tain directors of the company and others: 
that on May 14, 1918, the four persons 
to whom the options ran, and who were 
not directors, assigned their interest in 
the option to their associates, who were 
all directors of the company. The theory 
of the suit is that “in order to evade 
their responsibility under the said agree- 
ment of February 28, 1918, and the assign- 
ment thereof of May 14, 1918,” the directors 
holding the option, together with President 
Chorn and other directors unlawfully con- 
spired to purchase the twenty-six thousand 
four hundred (26,400) shares of stock “for 
the account of said insurance company 
with its funds, which was done at a cost 
of seven hundred ninety-eight thousand 
three hundred seventy and 18/100 dollars 
($798,370.18).” This “attempted purchase,” 
the plaintiff says was “expressly forbidden 
by law” and impaired the capital and sur- 
plus of the insurance company. 

J. S. Kendall and O. S. Carlton were 
made co-defendants. Mr. Carlton is presi- 
dent of the Great Southern Life Insurance 
Company of Texas. Caldwell alleges that 
they purchased 25,000 shares of the stock 
acquired by the company from Hoyt, and 
that the transaction is invalid. He asks 
that the directors, who are made defend- 
ants in the action, be compelled to refund 
to the company $798,370.18 with legal inter- 
est from June 3, 1918, and that upon such 
payment “the defendant insurance com- 
pany be ordered to re-issue to said Hoyt 
certificates for said twenty-six thousand 
four hundred (26,400) shares of the capital 
stock of said insurance company and de- 
liver the same to him, the said Hoyt, and 
that all claim of right, title or interest in 








said shares of stock on the part of J. §, 
Kendall and O. S. Carlton and each of 
them be cancelled and held for naught, and 
that the defendant insurance company be 
ordered to make such cancellation effectual 
and complete on its stock books; and that 
the president and secretary of the defend- 
ant insurance company be ordered and di- 
rected to call a meeting of the stockhold- 
ers of the said defendant insurance com- 
pany for the purpose of electing a new 
board of directors from which the present 
directors shall be excluded, and that plain- 
tiff recover his costs in this behalf and 
that he have such other and further relief 
as to the court may seem equitable and 
just.” 

Attached to the complaint in this action 
is a copy of the agreement by which Hoyt 
granted four months’ option on his stock 
amounting to 24,080 shares at $35 per share 
plus carrying charges and less dividends, 
if any. It states that Hoyt purchased 12,- 
691 shares of his stock from Edmund P. 
Melson in connection with which purchase 
Hoyt'’s collateral notes were outstanding 
at the date of the contract (February 2s) 
amount respectively to $50,000, $50,000, 
225,000 and $229,998.76; Hoyt had further 
assumed responsibility for another note of 
$100,000 made by Edmund P. Melson to a 
St. Louis bank. This made a total indeb- 
tedness on Hoyt's part, direct and assumed, 
of $634,998.76; on account of which pay- 
ments had been made by him amounting 
to $165,500.00, leaving a net indebtedness of 
$489,498.76. ce 

A copy of the announcement of May lf, 
1918, is also attached to this complaint. 

The complaint in the second suit sets 
forth that on May 28, 1918, Walter K. 
Chorn, one of the defendants in the action, 
became the owner of 9,650 shares more or 
less of Missouri State Life Insurance Com- 
pany stock, paying therefor $289,500.00, giv- 
ing his note to a St. Louis bank for $1%,- 
000.00, and delivering to it sight drafts 
cated February 27, 1918, “on T. H. Mas- 
tin, Bruce Dodson, Peoples Trust Company 
and Commerce Trust Company, all at Kan- 
sas City, Missouri, and each for the sum 
of twenty-four thousand five hundred dol- 
lars ($24,500.00), which drafts being un- 
paid on said May 28, 1918, the said defend- 
ant bank extended him a further credit 
thereon of ninety-six thousand five hun- 
dred dollars ($96,500.00) * * ®* ;" that 
the directors purchased this stock with 
the company’s funds on May 29, 1915, to 
the amount of $96,538.60, the company 
agreeing also to pay the note of $195,000.00, 
which it did on or about July 15, 1918. 
The plaintiff alleges that this “ attempted 
purchase " of its own stock by the company 
was expressly forbidden by law and asked 
judgment against the bank, ex-President 
Chorn and his associate directors for $291.- 
050.60 with interest, and asks the court to 
order the president and secretary of the 
insurance company to call a meeting of the 
stockholders “for the purpose of electing 
a new board of directors from which the 
present directors shall be excluded 
* s *s ad 

Another suit was instituted by Cald- 
well at the October term of the Circuit 
Court, and subsequently discontinued by 
him. It was based upon the same trans- 
actions as the two suits now pending and 
referred to above. 
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Caldwell, the company informs us, was 
for many years title examiner of the com- 
pany in connection with its investment de- 
partment. He is no longer connected in 
any way with the company except that 
he is a small stockholder and policyholder. 
He made a claim against the company in 
March, 1918, for $60,000, which he alleged 
to be the reasonable value of services ren- 
dered by him in connection with the in- 
vestigation of certain loans and proposed 
loans on real estate. The company denied 
that he had ever been employed to render, 
or that he ever did render, any such serv- 
ice, and his $60,000 claim for legal service 
is mentioned in the company’s letter to its 
stockholders printed above. In this con- 
nection, the company sent us copies from 
the records of the Supreme Court of Mis- 
souril, dealing with two suits decided in 
1911, in which Laura D. Lindsiey was 
plaintiff and Clinton L. Caldwell appellant. 
The nature and result of these actions are 
of interest in view of the suits recently 
instituted by Caldwell against the Missouri 
State Life. 

These records show that Caldwell as- 
serted a claim of $15,000 against a man 
named Stevenson for legal services alleged 
to have been rendered during a period of 
four or five years; that Stevenson, acting 
as agent for Mrs. Lindsley, the plaintiff 
in the action under review, entered into 
an agreement with Caldwell by which cer- 
tain stock belonging to Mrs. Lindsley was 
placed in the name of Caldwell under an 
agreement that he should immediately in- 
dorse it in blank and turn it over to Stev- 
enson as agent for Mrs. Lindsley, who was 
loaning the stock to Stevenson to assist 
him in certain financial transactions. Cald- 
well refused to assign the stock to Steven- 
son, using this refusal to coerce Stevenson 
into signing an acknowledgment of indeb- 
tedness to Caldwell for $15,000 for his al- 
leged services. The Supreme Court decided 
that the evidence failed to establish that 
Caldwell had any claim against Stevenson 
“to the amount of $15,000 or any other 
amount,"” and that even if his claim had 
been valid, he was wholly without justifi- 
cation in withholding the stock belonging 
to Mrs. Lindsley. 

The second suit was of similar nature 
except that title to certain real estate was 
involved instead of the ownership of stock. 
In its decision the Supreme Court stated: 

“By his own admissions the defendant, 
acting as confidential attorney and adviser 
of the agent of plaintiff, with knowledge of 
all the facts and the relations of the par- 
ties, received on his own advice, title to 
property belonging to plaintiff, as a mere 
matter of temporary convenience. Upon 
receiving the title, he takes advantage of 
the confidence which had been reposed dn 
him, and refuses to surrender the title un- 
til a very large and vague claim on his 


part for services as such attorney is recog- 
nized.”’ 


Condition of the Company on June 30, 1918. 

The company furnished us at our re- 
quest extracts from its statement as of 
June 30, 1918, as follows: 


Total admitted assets ....... $18,490,221 45 
See SE wcduscd ic te cccice 14,737,655 00 
Capital paid-in .............. 1,000,000 00 
Net surplus over capital and 

all other liabilities ........ 1,351,116 39 





New premiums .....+seeeee0s 620,388 62 
Renewal premiums ....... --- 2,155,828 68 
Total income ...........-++-- 3,387,164 6 
Payments to policyholders .. 868,691 71 
Dividends to stockholders ... 100,000 00 
Total disbursements ........ 1,949,490 51 
Paid-for insurance written 

during six months ending 

June 30, 1918 ....cccccceees 19,033,880 00 
Paid-for insuvance in force 

June 30, 1918 .....ceceeeee . 172,601,640 00 


Last Advices Concerning Official Examina- 
tion. 


Early in October the Missouri Insurance 
Department advised us that the report of 
the Tri-State examination would, it was 
hoped, be ready for distribution by the 
end of this month, being in the hands of 
Hon. James R. Young, chairman of the 
Committee on Examinations of the National 
Association of Insurance Commissioners. 

Subscribers are requested to read in con- 
nection with this article the editorial ap- 
pearing elsewhere herein. 

Just as we were going to press, Joseph 
S. Kendall, a Texan, was elected president. 





MUTUAL BENEFIT LIFE INSURANCE 
COMPANY, NEWARK, N. J. 

In ‘“ Best’s Life Insurance Reports” for 
1918, page 370, we stated under the losses 
in the Gain and Loss Exhibit of this com- 
pany that there was a decrease in surplus 
of $6,951,753. 

This item should have appeared (to be in 
conformity with our reports on other com- 
panies) as “dividends to policyholders,” 
and we request our subscribers to note and 
assist us in correcting this typographical 
error. 

The complete item is “ decrease in sur- 
plus on dividend account,” which has al- 
ways been designated by the Alfred M. 
Best Company as “dividends to policy- 
holders.” 





NATIONAL LIFE INSURANCE COM- 
PANY, MONTPELIER, VT. 

This company recently notified its field 
force of changes in maximum limits of in- 
surance, the maximum of insurance now 
carried being as follows: 


Kind of Ages Ages Ages 
Insurance 12-16 17-20 21-25 
Life & End’t..... $15,000" $15,000 $25,000 
5-Yr. Non-renew- 
able Term ...... None 5,000 25,000 
5 and 10-Yr. Re- 
newable Term .. None 5,000 10,000 


*On ages 12 to 16 only 25 year or shorter 
term Endowments will be written. 


Kind of Ages Ages Ages 
Insurance 26-55 56-60 61-65 
Life & End'’t..... $50,000 $25,000 $10,000 
5-Yr. Non-renew- 
able Term ...... 25,000 10,000 None 
5 and 10-Yr. Re- 
newable Term .. 10,000 10,000 None 


The principal changes from the com- 
pany’s past practices are: 

“An increase to $50,000 on standard 
forms, ages 26 to 55, subject to present war 
limitations. 

“A decrease to $10,000 on standard forms, 
ages 61 to 6. 

“The adoption of a 5-Year Non-renew- 
able Term Policy. 

“A reduction of the maximum amounts 





wv 





of 5 and 10-Year Renewable Term Policies 
to $10,000.” 

War clauses must now be attached to all 
policies up to and including age 49. 





NEW WORLD LIFE INSURANCE COM- 
PANY, SPOKANE, WASH. 

This company has recently been exam- 
ined by the Insurance Departments of 
Washington, Idaho, Montana and Oregon. 
The examination (a “Convention” one) 
was made as of May 31, 1918, the report 
being dated July 20 last. 

Extracts from the financial statement as 
compiled by the examiners are as follows: 


Assets, May 31, 1918. 
Real estate (market value) 


including contract of sale. $58,088.88 
Mortgage loans (less excess 

over legal security)....... 1,867,204 30 
Policy loans and premium 

SOE. cencevoudsseedunesuee 159,310.37 
Bonds, stocks and warrants 

MOD > ccodccoscesesessceseeecess 213,169.34 
EE * a dndtvcdeseudéadecexeate 292,751.12 
Uncollected and deferred 

premiums, interest due and 

accrued and other admitted 

OGRE > ccccvccctesseenseeons 111,140.15 





Total admitted assets.... 2,701,664.16 


tabilities, May 31, 1918. 


i Sey ee $1,105,128.44 
Disability reserve .........-. 8,003.01 
Present value sup. contracts. 9,444.30 
Unpaid claims ..........++.- 9,636.48 
Resisted claims ............-. 2,500.00 
Coupons and interest ....... 19,342.86 
Taxes accrued ..........+e-- 5,931.96 
Payments on account of capi- 
tal stock and surplus ..... 2,787.87 
Other liabilities ............. 986,458.97 
Captted cccccceccceccccesecces 1,133,050.00 
BUGNRND ccccvcesccccecctesses 392,298.21 
DORR iiksccctasstccvetins - $2,701,664.16 


The report of the examination was 
signed by Paul L. Woolston, consulting 
actuary, representing the states of Mon- 
tana and Oregon, and Stewart E. Smith 
acting for the state of Washington. The 
report goes into much detail as is illus- 
trated by the following extracts of the 
examiner's comments: 


Past Examinations. 

“The company has been frequently 
ané@ regularly examined in past years, 
as required by the ‘{nsurance Laws of 
the State of Washington. The first ex- 
amination was in 1911, by the states of 
Washington and Utah, during the period 
in which the company was disposing of 
its capital stock. 

“In 1913 and 1914 the annual examin- 
ations were made by the State of Wash- 
ington, the State of Idaho being repre- 
sented in the latter year. 

“During 1915 a joint examination was 
participated in by Washington, Oregon 
and Montana, while in 1916, Washington 
conducted an investigation of its own, 
which is the last completed report, for 
the period ending March 31, 1916. 

“The Washington Department made 
an examination of the company’s affairs 
during the latter part of 1917, but no 
completed report thereof was filed in 
view of the pending joint examination. 

(Continued on next page.) 
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NEW WORLD LIFE (Continued). 
Present Examination. 

“On account of the reinsurance of the 
Columbia Life and Trust Company, of 
Portland, Oregon, by the New World 
Life in 1917, and as no joint examination 
had been made since 1915, the present 
examination was made jointly by the 
states of Washington, Oregon, Montana 
and Idaho.” * * * 

“ History. 

“A detailed history of the company 
has been fully covered in previous ex- 
aminations and reference to same is made 
in the reports thereof. It appears ad- 
visable, however, to set out certain facts. 

‘This company was incorporated Feb- 
ruary 21, 1910, and license to write in- 
surance was granted May 23, 1911. The 
sale of capital stock was discontinued 
February 1914. 

“The Articles of Incorporation origi- 
nally included the power to write life, 
health and accident insurance. To con- 
form to the laws of Illinois said articles 
were subsequently amended to eliminate 
accident and health insurance and at 
present life insurance is the only branch 
permitted by the charter. The company, 
however, is in fact issuing certain limited 
accident and health benefits. As the laws 
of Illinois have now been changed to so 
permit, it is recommended that the Ar- 
ticles of Incorporation be amended to 
again include the writing of health and 
accident insurance. 

“Again, the authorized capital stock 
was, and is now, $2,000,000 in 200,000 
shares of $10 each. The amount fully 
paid in cash and outstanding May 31, 
1918, was $1,133,050.00. There are a few 
uncompleted subscriptions on which a 
sum exceeding the organization expense 
has been collected. 

“ The laws of Montana require the capi- 
tal stock of a domestic life insurance 
company to be fully paid in cash within 
two years from date of license to write 
insurance; also a foreign life insurance 
company transacting business in said 
state is subject to the same restriction. 
It would appear further that the period 
for the sale of the authorized capital 
stock has expired under the laws of 
Washington. It is therefore recom- 
mended that the company, within a rea- 
sonable period, close the uncompleted 
stock subscriptions and amend its Ar- 
ticles of Incorporation, reducing the au- 
thorized capital stock therein to the fully 
paid, outstanding stock at that date. 

“During the first few years the com- 
pany sold a very large amount of c api- 
tal stock but little insurance, the latter 
fact being due to a desire to keep ex- 
penses at a minimum and to a then ex- 
isting contract for the sale of all insur- 
ance, which contract was terminated in 
1914, as well as another contract for the 
Sale of the capital stock. Since said 
date the insurance written has increased 
rapidly and the purchase of the Colum- 
bia Life and Trust Company in May 
1917, hereinafter fully explained, gave 
added impetus to the insurance opera- 
tions. Business of excellent quality and 
moderate quantity is now being issued. 

“Unfortunately the affairs of the com- 
pany have received more or less pub- 
licity due to internal dissension in the 
past. A controversy has just been set- 
tled in the courts. Several years ago a 








contest for proxies resulted in the re- 
tention of the present management. 
More recently a former officer sued the 
company for a very large block of capi- 
tal stock which it was claimed was sub- 
scribed for seven years ago. Apparently 
the purpose was to turn over this large 
block of stock by re-sale and without in- 
vestment, at a large profit to the so-called 
subscribers. This controversy went to 
court and was determined in favor of the 
company, but it would appear that $5,000 
to $10,000 expense was unnecessarily 
caused thereby. 

“Until recently several officers receiv- 
ing adequate annual retainers for a part 
of their time have collected fees for at- 
tendance upon meetings and for serving 
upon an auditing committee. 


“The recent controversy devolved upon | 
the interpretation of the Insurance Laws | 
of the State of Washington in regard to | 


the voting of proxies at the annual meet- | 


ing, as to the extent, if any, to which 
the board of trustees has power to iIn- 
struct how such proxies shall and shall 
not be voted, said proxies being made 
out to the president of the company 
without any limitation as to vote. Prior 
to the last annual meeting of the stock- 
holders in February 1918, a majority of 
the board of trustees designated the pur- 
poses for which these proxies should be 
voted by the president, stating they 
should be voted for no other purpose 
than those set out in the resolution there- 
for. The president, who held the un- 
limited proxies, voted them at said 
meeting for a different purpose. This argu- 
ment was carried to court, the lower court 
deciding in favor of the president. An 
appeal was taken to the Supreme Court 
of the State of Washington, which court 
has now handed down a decision in favor 
of the president. 

“The Insurance Laws of the State of 
Washington are strict in regard to the 
details to be followed in making certain 
investments and in approving certain ex- 
penditures, entering upon contracts, etc. 
These laws are believed to be very bene- 
ficial in the handling of trust funds of 
a life insurance company. They have 
been in force practically since the be- 
ginning of this company. It is the duty 
of every trustee of any such life com- 
pany to become fully familiar with these 
legal provisions and to see that they are 
strictly complied with. There have been 
omissions in these duties on the part of 
this company in the payment of com- 
pensation to officers and payments to 
others in excess of $5,000 a year, also in 
the making of certain investments. 


“Mean Reserve. 


“A group valuation of all outstand- 
ing business May 31, 1918, was made, and 
the various policy forms examined. The 
company issues a series of attractive and 
unusual contracts. All business in force 
is non-participating. 

“At the time of reinsurance an agree- 
ment was entered upon, approved by the 
Insurance Departments of Washington 
and Oregon, for reasons then entirely 
justified, giving the New World Life 
four years to make up a deficiency in 
certain reserves carried by the Columbia 
Life and Trust Company, hereinafter 
fully explained. This agreement has 
been carried out by the company in good 
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faith to the date of this examination, 
but a substantial deficiency still exists. 

“As the company is possessed of a 
large surplus and in order to comply 
with the valuation laws of all states in 
which it operates, it was decided to set 
up the full mathematical reserves on the 
aforesaid policies and this has been done. 
The amount set aside by the company's 
method May 31, 1918, was $56,021.69, 
while the full valuation was $119,728.09, 
an increase of $63,706.40. The reserves 
on policies which lapse in the future will 
be released to surplus, 

“It should be understood, therefore, 
that no further deficit exists on the polli- 
cies referred to or any other policies. 


“ Surplus. 

“The surplus shown in the company’s 
annual statement December 31, 1917, was 
$478,290.26. Exclusive of the increase in 
reserves, previously explained herein, and 
the increase in assets not-admitted, the 
company made a gain in surplus during 
the first five months of 1918. Including 
the addition of $65,706.40 to the reserve 
funds to make up the deficiency referred 
to and the sum of $32,801.96 added to 
not-admitted assets an apparent net de- 
crease in surplus, amounting to $S5,- 
092.05 is created, after considering vari- 
ous other increases and decreases, as 
compared with the surplus as of Decem- 
ber 31, 1917. However, if the full reserve 
liability had been carried as of said date, 
on the basis set up in this report and 
the aforesaid not-admitted assets had 
been deducted, the surplus on December 
3ist last would have been substantially 
reduced and a gain would have been 
shown for the first five months of 1918. 

**It seems probable that a considerable 
sum will be returned to surplus on the 
business upon which the increased re- 
serves are included herein, due to lapsed 
policies and to policies transferred to 
adequate rate forms, no surrender or 
transfer values being allowed. 

‘As will be noted the company is pos- 
sessed of a strong surplus, which, to- 
gether with the very large capital stock, 
provides a surplus to policyholders of 
$1,525,348.21, item 126, making the com- 
pany thoroughly sound financially and 
ranking with the large companies of the 
country in this respect. 


“ Stockholders’ Surplus and Dividends. 
“In the organization and promotion 
of the New World Life Insurance Com- 
pany, there was collected from the stock- 
holders over and above the subscription 
specifically designated as the amount to 
be used for the organization and promo- 
tion of the corporation, which was paid 
to the agency organization iy selling the 
stock, the full par value of capital stock 
amounting to $1,133,050 and a working 
surplus fund over and above the par 
value of the capital stock in the total 
amount of $518,208.25, thus giving the 
company an aggregate working capital 
of $1.651,253.25 upon which to operate 
and from which it has received the in- 
terest earnings from such invested assets. 
“At the beginning of the year 1917 the 
company’s statement showed that the full 
amount of the surplus paid in by the 
stockholders was still on hand and that 
the company had been able to pay all 
running expenses, together with divi- 
dends paid to stockholders amounting 
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to $134,208.20, from the actual interest 
and other earnings received up to that 
time. 

“In the month of April 1917, the New 
World Life Insurance Company pur- 
chased all of the outstanding policies of 
the Columbia Life and Trust Company 
of Portland, Oregon, amounting in the 
aggregate to $9,550,000 of insurance in 
force, and in addition thereto secured the 
furniture and equipment of the Portland 
office together with the agency organiza- 
tion of the Columbia Life and Trust 
Company which latter company there- 
upon retired from business. 

“The cost to the New World Life In- 
surance Company in acquiring the writ- 
ten business of the Columbia Life and 
Trust Company, and in securing its 
agency plant and equipment was ap- 
proximately $174,960.97, comprising the 
following principal items: Cash pay- 
ment for business $95,500.00, deficiency in 
reserves on business in force assumed 
by New World Life Insurance Company 
$73,717.49, and costs and expenses in pre- 
paring reinsurance contract and agree- 
ments and carrying through the reinsur- 
ance deal $5,743.48, making the approxi- 
mate cost per $1,000 of insurance $18.40. 
The above figures are considered as ap- 
proximately correct and sufficient at this 
time to show the condition under which 
the reinsurance was affected but are not 
to be taken as absolute for the reason 
that numerous changes have taken place 
during the year since the reinsurance 
which might vary the figures a few dol- 
lars but which were not deemed of suf- 
ficient importance at this time to devote 
the extra work in checking. , 

“The deficiency in reserves above 
ferred to was in connection with 
‘first issue’ of policies written by the 
Columbia Life and Trust Company, of 
which there was outstanding at the time 
of purchase $580,000 of insurance. The 
policies were upon a form of whole life 
insurance without provision for surren- 
der or paid-up values. The company had 
been treating them as non-reserve con- 
tracts and had not accumulated nor set 
up any reserve other than upon the basis 
of a mean reserve upon one-year term 
policies. At the time of reinsurance this 
form of business was then ten and eleven 
years old, having been written in the 
years 1906 and 1907, and should have 
had to its credit an accumulated reserve 
covering the full period. 

“At the time these policy forms were 
prepared and premiums thereon estab- 
lished no fixed rules or tables were fol- 
lowed in their construction. It was evi- 
dently assumed that because no surren- 
der values were given the premiums 
could therefore be materially reduced, 
and they were accordingly fixed at a 
very low rate, arbitrarily established by 
the original organizers of the company. 

“As above stated no accumulation of 
reserves had been made and at the time 
of taking over the business by the New 
World Life the premiums actually being 
received from the policyholders of this 
form of policy at their attained ages was 
about fifty per cent. of the required 
premium for whole life insurance at such 
ages. 

“In turning over the business to the 
‘New World’ by the Columbia Life and 
Trust there was transferred to the ‘ New 


re- 
the 


tunity 


World’ securities sufficient in amount to 
cover the full reserves on all outstanding 
contracts, with the exception of the 
amount required to protect the policies 
issued upon the ‘first form’ heretofore 
referred to. : 

‘There was transferred and paid over 
on accouut of the reserves for the ‘ first 
form’ policies issued by the Columbia 
Life and Trust Company, the sum of 
$34,000 leaving the balance to be pro- 
vided for by the New World, such bal- 
ance being approximately $73,717.49 as 
heretofore noted as becoming a part of 
the cost price paid for the business. 

“ The purchase of this business, includ- 
ing the cash payment, the additional re- 
serve liability assumed, and the costs en- 
tailed’ in carrying through the deal, was 
paid out of the surplus of the New 
World, and reduced the same by §$174,- 
060.97, ‘eaving the balance of surplus on 
hand December 31, 1917, $114.583.86, or 
$103,619.72 less than the total amount of 
surplus which had been contributed by 


the stockholders. 
“The purchase of this business en- 
tailed the expenditure of funds greatly 


in excess of the earnings of the year and 
as a result thereof a dividend to stock- 
holders conld not be declared or paid 
without taking the same from the sur- 
plus contributed by the stockholders, 
which is prohibited by law. 

“ tnder the ruling of the Insurance De- 
partment of the State of Washington the 
company cannot pay a dividend except 
from earnings, nor can it pay a dividend 
if the amount of such dividend together 
with the other expenditures of the year 
will reduce the surplus of the company 
to less than the amount thereof on hand 
at the beginning of the year. Under the 
laws of the State of Washington the sur- 
plus funds contributed by stockholders 
may be expended in building up the com- 
pany’s business or in the purchase of the 
business of other companies, and under 
the ruling of the Department the sur- 
plus so used does not have to be fully 
re-accumulated before the payment of 
dividends to stockholders can be _ re- 
sumed, if in subsequent years the com- 
pany is making a showing of earnings 
over and above expenses in_ sufficient 
amount to warrant the payment of such 
dividends, 


* General. 


“This company has made an excellent 
record to this date in accumulation of 
assets and business, establishment of a 
reliable agency force, payment of mod- 
erate dividends on the large capitaliza- 
tion, development of a valuable plant, 
investment of a substantial sum. The 
outlook is satisfactory and able manage- 
ment apparently will develop this insti- 
tution into a very large company in due 
course.” 

The president of the company advises us 
that the company was not given an oppor- 
to appear at any hearing at 


' which certain matters mentioned in the re- 


port (which the company thinks should 
have been changed) could have been taken 
up, Mr. Cadigan stating that he was very 
much surprised to learn that it was not 
intended to give the company a hearing. 

It is the practice of the insurance de- 
partments to give an opportunity to the 
management of any company under exam- 





ination to discuss the report of the ex- 
aminer before it is made public. 

In referring to the cost to the New 
World Life Insurance Company of acquir- 
ing the written business of the Columbia 
Life and Trust Company, Mr. Cadigan 
states: 

“At the time of acquiring the business 
of the Columbia Life and Trust Company, 
the purchase in all its phases was very 
thoroughly discussed with the Washing- 
ton Department, at which were present 
the Actuary of the Washington Depart- 
ment, the Actuary of the Columbia Life 
and Trust, and our own Actuary, and a 
plan was agreed upon as satisfactory, 
that a reserve of $38,000.00 be paid over 
by the Columbia Life and Trust Company 
to cover policies numbered 1 to 1049, in- 
clusive, of the Columbia Life and Trust 
Company on which a question was raised 
that an insufficient reserve had been set 
aside by that Company, and that further 
reserve should be set aside from year to 
year until within five years from date of 
purchase of the Columbia Life and Trust 
an ordinary life reserve would be held.” 
The president in commenting upon the 





_ suit brought by a former officer of the com- 


ing war risks as of September 1, 1918. 


pany states: 

“This controversy grew out of con- 
tracts made by the former management 
a number of years ago. The litigation’s 
cost did not exceed $5,000. It was stub- 
bornly contested by the plaintiff, who 
was trying to make a profit out of the 
Company of over $70,000 and it seemed 
to us that to save the Company this $70.- 
000 expense we must necessarily defend 
the litigation. I do not see, therefore, 
how the expense can possibly be deemed 
unnecessary and certainly the present 
management is not in the least to be 
criticised for it.” 





NORTHERN ASSURANCE COMPANY, 
DETROIT. MICH. 

This company changed its rules regard- 

The 

following rules now apply to men of mili- 


tary age: 


“1. Persons in Class ‘1,’ sub-divisions 


A, B, C, D, E, F, G, H and I, will not be 


accepted for insurance by this company. 
“*2. Persons engaged in service, either 


within or without the Continental limits of 
the United States, at the time application 


is made, will not be accepted.” 

The present war service requirement of 
the company is as follows: 

War Service—The risk occasioned by 
military or naval service in time of war 
is one not assumed by the Company under 
this policy, and should the assured enter 
upon or enlist in service in either the army 
or navy of the United States, or any other 
country, or in aeronautics connected with 


_the army or navy of a country at war, or 


in medical service connected with actual 


_ warfare, or become engaged in warfare in 
_any manner whatever, wherein the assured 
thus becomes subject to the military or 
| naval discipline of any country in time of 
| war, the liability of the Company in event 


of 


death resulting directly or indirectly 
from such service within six months from 
the termination of said service, shall be 
limited to the return of the premiums actu- 


ally paid, with interest at the rate of four 


(4%) per cent. per annum, less any indebt- 
edness to the Company hereon or secured 


' hereby. 
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PENN MUTUAL (Continued). 
monthly income payable at maturity as 
an endowment as provided on the first 
page of this policy, the first monthly 
payment to be made six months after 
receipt of due proof of the said total dis- 
ability accompanied by this policy for 
indorsement, and subsequent payments 
monthly thereafter during the continu- 
ance of the said total disability of the 
insured and prior to the maturity of this 
policy. The Company will admit the 
age of the insured when furnished with 
satisfactory evidence of the date of birth 
and reserves the right to require such 





of this policy payable at maturity either 
as an endowment or as a death claim 
shall not be reduced by any payments 
made under this disability provision. 


“ Recognized Disabilities. 
“Without prejudice to any other cause 
of total disability, the entire and irre- 
coverable loss of the sight of both eyes, 
or the severance of both hands at or 
above the wrists, or of both feet at or 
about the ankles, or of one entire hand 
and one entire foot, shall be considered 

as total and permanent disability. 


“ Recovery from Disability. 





permanent disability under this policy, 
it may nevertheless, at any time there. 
after, but not oftener than once a year 
subsequent to the first payment of the 
disability annuity, demand of the ip. 
sured due proof of the continuance of 
such total disability; and upon failure 
to furnish such proof, or if it be estab- 
lished that the insured has engaged or 
has become able to engage in any occupa- 
tion whatever for remuneration or profit, 
all disability benefits under this policy, 
except in case of the recognized disabili. 
ties hereinbefore mentioned, shall there- 
upon cease. 








“Should the Company accept proofs of } 


proof of date of birth at the time proof 
of disability is furnished. The proceeds 
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